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Although the economic diary was relatively light 
on relevant data releases, headlines related to the 
renewed strains between the US and China left 
investors scratching their heads. During the week, 
President Trump claimed that Washington and 
Beijing were very close to make the largest trade 
deal in history. However, the POTUS added that he 
stood with Hong Kong protesters. The US Senate 
passed a bill that requires certification of Hong Kong 
autonomy and warned China against suppressing 
protestors violently. The US backing of Hong Kong 
demonstrators fuelled Chinese anger and officials 
called upon the US to stop interfering with internal 
Chinese affairs. Although, US President Trump tried 
to verbally dissect the two issues, as if they were 
independent of each other, we believe that Chinese 
officials could become more reluctant to sign the so-
called Phase One trade deal soon if the POTUS signs 
the bill supporting Hong Kong protesters into law. 

These renewed strains come after news that the US 
and China were in final negotiations over how much 
tariffs should be rolled back. Since we may or may 
not receive new relevant pieces of information related 
to the trade negotiations this week, macroeconomic 
data releases could return to the focus. 
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DEVELOPED

Top 3 New Zealand 0.51%
Switzerland -0.21%
Norway -0.28%		

Bottom 3 Denmark -2.54%
Luxembourg -2.39%
Portugal -1.92%		

EMERGING

Top 3 Brazil 2.09%
Turkey 1.68%
South Africa 1.39%		

Bottom 3 Chile -5.83%
South Korea -4.10%
Egypt -2.73%	 		

FRONTIER

Top 3 Argentina 5.28%
Slovenia 2.14%
Sri Lanka 2.02%		

Bottom 3 Vietnam -3.17%
Jordan -0.99%
Tunsisia -0.97%		
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UNITED STATES 
 
S&P 3,110 -0.33%, 10yr Treasury 1.78% -6.02bps, HY Credit 
Index 338 +10bps, Vix 12.34 +.29Vol

US President Trump sent mixed messages during the 
week, as the President reiterated that a deal with China 
was very close and added that he stood with Hong Kong. 
Furthermore, the US economy showed signs of strength, 
with Markit PMI readings exceeded expectations and rose 
relative to the previous month’s readings. In this envi-
ronment, most of the major stock indices declined (the 
S&P500 index decreased 0.3%), the Treasury curve flat-
tened (the 2-year Treasury yield rose 2bp to 1.63%, whilst 
the 10-ear yield eased 6bp to 1.77%), whilst the greenback 
strengthened (the trade-weighted DXY index rose 0.3%).

EUROPE
 
Eurostoxx 3,710 -0.92%, German Bund -0.35% -2.50bps, 
Xover Credit Index 232 -1bps, USDEUR .907 +0.29%

Further weakness in macroeconomic data in the Euro 
Area weighed on investor sentiment. In this context, 
the major stock indices of the four largest economies in 
the Euro Area declined by the end of the week. As in-
vestors were increasingly seeking haven assets, gov-
ernment bond yields in the core Eurozone countries 
somewhat eased (the German 10-year yield decreased 
2bp to -0.36%), whilst periphery spreads slightly com-
pressed (the Italian 10-year yield declined 5bp to 1.18%).

ASIA PACIFIC
 
HSCEI 10,629 +0.81%, Nikkei 23,292.81 -0.73%, 10yr JGB- 
0.08% 0bps, USDJPY 108.860 -0.09%

Mixed signals on trade from Washington and Beijing 
whipsawed Asian stock markets, as US President Trump 
said a trade deal with China was close, but that protests 
in Hong Kong complicated the matter. Meanwhile 
Chinese Vice Premier He was said to have invited US 
Trade Representative Lighthizer to Beijing for further 
talks later this month. In this environment Chinese “H” 
shares rose 0.8% in USD followed by the Pakistani stock 
index (+0.9% in USD). In contrast, the South Korean 
stock market was among the poorest performers, 
as the country’s benchmark declined 4.1% in USD.

GDP growth in Thailand accelerated in 3Q19 and 
reached 2.4% YoY after bottoming out in 2Q19 
at 2.3% YoY. Private consumption grew 4.2% YoY, 
whilst government spending growth rose to 1.8% 
YoY. In addition, both private (+2.4% YoY) and public 
investment activity (+3.7% YoY) picked up in 3Q19.

We expect the Thai economy to further accelerate in 4Q19 
and sustain its upswing through 2020, when real GDP 

growth is estimated to be in the range between 3.0-3.5%.

The Indonesian central bank decided to keep the 
policy rate stable at 5% after a cumulative of 100bp 
rate cuts in the period between July and October. 
Although the authority left the key interest rate 
unchanged, the reserve requirement ratio was reduced 
by 50bp to 5.50% to boost credit growth in the economy. 

The Pakistani central bank held the key policy rate at 
13.25%. The central bank argued that in the context of 
the prevailing inflation dynamics (CPI inflation at 11% 
YoY in October), it is appropriate to maintain current 
monetary conditions. According to the central bank’s 
forecast, inflation is unlikely to moderate below 11-
12% YoY before June 2020. The Monetary Policy 
Council expressed its intention to bring down inflation 
into that range of 5-7% YoY on a 2-year horizon.

In our interpretation, the central bank will most likely keep 
the policy rate unchanged in 1H20 and might start to reduce 
the key policy rate in 3Q20 should domestic inflation allow.

LATIN AMERICA
 
MSCI Lat Am 2,712 +0.84%

The Brazilian stock index was one of the best performing 
Latin American benchmark during the week, as it rose 2% 
in USD, bringing the year-to-date gains to 11.4% in USD. 
In contrast, the weakness in the Chilean market persisted 
due to adverse idiosyncratic developments and conse-
quently the country’s stock index declined 5.8% in USD.

In Chile, GDP grew 3.3% YoY in 3Q19 (up from 1.9% 
YoY in 2Q19), predominantly led by investments, due 
to stronger construction activity. In addition, min-
ing and services were also positive contributors. 

Looking ahead, despite some encouraging monthly mac-
ro data, recent disruptions could weigh on the persistence 
of the economic recovery in 4Q19. The heightened uncer-
tainty would likely weigh on investment and consumption 
decision-making. 

The Peruvian economy expanded 3% YoY in 3Q19, 
accelerating from the sluggish growth of 1.7% YoY in 
1H19. The acceleration registered in 3Q19 may corre-
spond to some extent to a weak reference point a year 
ago. Domestic demand (+4.0% YoY) supported head-
line economic growth, as private consumption rose 
2.9% YoY, whilst gross fixed investments grew 5.2% YoY.

The nationwide protests in Colombia addressed a wide 
range of issues, such as opposing the pension and la-
bour reforms, students demanding higher spending 
on education, etc. Although the number of protesters 
was large, the marches were generally peaceful. The 
need for pension reform in Colombia has already been 
widely acknowledged (i.e. to expand coverage and en-
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sure sustainability), but so far has lacked political will.

Fitch reaffirmed Colombia’s credit rating at BBB (the 
second lowest investment grade notch) and sustained 
the ‘negative’ outlook. Fitch changed the outlook from 
‘neutral’ to ‘negative’ in late May. According to Fitch, the 
retention of the outlook reflects continued risks to fiscal 
consolidation and the trajectory of government debt, the 
weakening of fiscal policy credibility, and increasing exter-
nal vulnerabilities derived from higher external imbalances 
and rising indebtedness. The credit rating by Moody’s is 
at a comparable Baa2 (with ‘stable’ outlook), whilst S&P’s 
rating is one notch lower (BBB-) with a ‘stable’ outlook.

Argentine President-elect Fernandez met with IMF Man-
aging Director Georgieva. The two parties discussed the 
President-elect’s ‘intention to put in place an economic 
plan which allows Argentina to grow, in order to reach 
a repayment agreement that we [Argentina] can meet 
without further adjustment on the Argentines.’ accord-
ing to a tweet by Mr Fernandez. Later, the IMF published 
a short statement in which Georgieva described the call 
as ‘very constructive.’ According to local media reports, 
economic advisors of the Fernandez-led incoming gov-
ernment will meet large creditors to Argentina to start 
a conversation on debt repayments and restructuring.

AFRICA
 
MSCI Africa 777 +1.19%

African stock markets delivered a mixed performance 
during the week: the Moroccan (+1.7% in USD) and South 
African market (+1.4% in USD) outperformed most of 
their regional peers. In contrast, the Egyptian (-2.7% in 
USD) and Kenyan index (-1% in USD) declined.

South Africa’s central bank kept the key policy rate 
unchanged at 6.50%, despite a sustained drop in headline 
inflation (3.7% YoY in October). The decision was not 
unanimous, as three members of the Monetary Policy 
Council wanted to see inflation expectations closer to the 
midpoint of its target range (4.5% +/- 1.5%), whilst two 
members voted for a 25bp reduction. The central bank 
lowered its forecast for economic growth 0.5% for this 
year and reduced its forecasts for the next two years to 
1.4% and 1.7%, respectively.

Economic growth in Nigeria slightly accelerated in the 
third quarter of the year, as the rate of real GDP growth 
reached 2.3% YoY vs. 2.1% YoY in the previous quarter. 
According to the Statistics Office, economic activity was 
supported by crude oil production, which rose to a three-
year high, accounting for 90% of the country’s exports. 
Separately, the Statistics Office reported that consumer 
price inflation – unexpectedly – accelerated to 11.6% YoY 
in October. The government’s crackdown on smuggling 
caused disruptions in the food supply, which in turn 
pushed up prices.

Given the increase in inflation, the central bank is even less 
likely to deliver rate cuts to support the domestic economy. 
In this context, full-year GDP growth is likely to be as high 
as 2.2-2.4% in 2019. In the absence of structural reforms 
and cyclical aid by policymakers, Nigeria’s economy is 

PLEASE CONTINUE FOR 
MARKET DATA

unlikely to exhibit a significantly faster growth in 2020, in 
our view. Unless the government passes the 2020 budget 
soon, it could prove to be challenging to exceed the 2% 
growth rate next year.
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UNITED STATES DATE CONSENSUS

GDP growth (3Q19) YoY Wed/27 1.9%

PCE deflator (Oct) YoY Wed/27 1.4%

Fed Beige Book Wed/27

EUROPE DATE CONSENSUS

Germany: CPI inflation 
(Oct) YoY Wed/27 1.3%

Eurozone: HICP inflation 
(Oct) YoY Fri/29 0.9%

ASIA PACIFIC DATE CONSENSUS

China: manufacturing PMI 
(Nov) Fri/29

India: GDP growth (3Q19) 
YoY Fri/29

South Korea: policy rate 
decision Fri/29 1.25%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: GDP growth 
(3Q19) YoY Mon/25 -0.4%

Brazil: unemployment rate 
(Oct) Fri/29

AFRICA DATE CONSENSUS

Kenya: policy rate decision Mon/25 8.50%

Nigeria: policy rate deci-
sion Tue/26 13.50%

THE WEEK A HEAD
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All performance data is weekly and in USD  
unless otherwise specified.

The information in this document (this “Document”) is for 
discussion purposes only. This Document does not constitute 
an offer to sell, or a solicitation of an offer to acquire, an 
investment (an “Interest”) in any of the funds discussed herein. 
This Document is not intended to be, nor should it be construed 
or used as, investment, tax or legal advice. This Document does 
not constitute any recommendation or opinion regarding the 
appropriateness or suitability of an Interest for any prospective 
investor.  

This material is for distribution to Professional Clients only, 
as defined under the Financial Conduct Authority’s (“FCA”) 
conduct of business rules, and should not be relied upon by 
any other persons. Issued by Alquity Investment Management 
Limited, which is authorised and regulated in the United 
Kingdom by the FCA and operates in the United States as an 
“exempt reporting adviser” in reliance on the exemption in 
Section 203(m) of the United States Investment Advisers Act of 
1940.

The Alquity Africa Fund, the Alquity Asia Fund, the Alquity 
Future World Fund, the Alquity Indian Subcontinent Fund and 
the Alquity Latin American Fund are all sub-funds of the Alquity 
SICAV (“the Fund”) which is a UCITS Fund and is a recognised 
collective investment scheme for the purposes of the Financial 
Services and Markets Act 2000 of the United Kingdom (the 
“FSMA”). This does not mean the product is suitable for all 
investors and as the Fund is invested in emerging market 
equities, investors may not get back the full amount invested.

This Document is qualified in its entirety by the information 
contained in the Fund’s prospectus and other operative 
documents (collectively, the “Offering Documents”). Any offer 
or solicitation may be made only by the delivery of the Offering 
Documents. Before making an investment decision with 
respect to the Fund, prospective investors are advised to read 
the Offering Documents carefully, which contains important 
information, including a description of the Fund’s risks, conflicts 
of interest, investment programme, fees, expenses, redemption/
withdrawal limitations, standard of care and exculpation, etc.  
Prospective investors should also consult with their tax and 
financial advisors as well as legal counsel. This Document does 
not take into account the particular investment objectives, 
restrictions, or financial, legal or tax situation of any specific 
prospective investor, and an investment in the Fund may not be 
suitable for many prospective investors. 

An investment in the Fund is speculative and involves a high 
degree of risk. Performance may vary substantially from year to 
year and even from month to month. Withdrawals/redemptions 
and transfers of Interests are restricted. Investors must be 
prepared to lose their entire investment, and without any ability 
to redeem or withdraw so as to limit losses.

References to indices herein are for informational and general 
comparative purposes only. There will be significant differences 
between such indices and the investment programme of the 
Funds. The Fund will not invest in all (or any material portion) 
of the securities, industries or strategies represented by such 
indices. Comparisons to indices have inherent limitations and 
nothing herein is intended to suggest or otherwise imply that 
the Fund will, or are likely to, achieve returns, volatility or other 
results similar to such indices.  Indices are unmanaged and do 
not reflect the result of management fees, performance-based 
allocations and other fees and expenses.

All Fund performance results presented herein are unaudited 
and should not be regarded as final until audited financial 
statements are issued.  Past performance is not necessarily 
indicative of future results. All performance results are based 
on the NAV of fee paying investors only and are presented net 
of management fees, brokerage commissions, administrative 
expenses, and accrued performance allocation, if any, and 
include the reinvestment of all dividends, interest, and capital 
gains. Net returns shown herein reflect those of an investor 
admitted at inception of the Fund, and are representative of a 
regular [shareholder], net of applicable expenses and reflect 
reinvestment of dividends and interest. In the future, the Fund 
may offer share in the Fund with different fee and expense 
structures.

The Fund’s investment approach is long-term, investors must 
expect to be committed to the Fund for an extended period 
of time (3-5 years) in order for it to have an optimal chance of 
achieving its investment objectives.

This Document may not be reproduced in whole or in part, and 
may not be delivered to any person (other than an authorised 
recipient’s professional advisors under customary undertakings 
of confidentiality) without the prior written consent of the 
Investment Manager.

SWISS INVESTORS:

The prospectus, the Articles of Association, the Key Investor 
Information Document “KIIDs” as well as the annual and semi-
annual report of the Fund is available only to Qualified Investors 
free of charge from the Representative. In respect of the 
units distributed in Switzerland to Qualified Investors, place of 
performance and jurisdiction is at the registered office of the 
Representative. Funds other than the Luxembourg domiciled 
Alquity SICAV mentioned in this document may not be admitted 
for distribution in Switzerland. 

Swiss Representative: FIRST INDEPENDENT FUND SERVICES 
LTD., Klausstrasse 33, 8008 Zurich. 

Swiss Paying Agent: Neue Helvetische Bank AG, Seefeldstrasse 
215, CH-8008 Zurich.
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